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KNYSNA ECONOMIC DEVELOPMENT AGENCY 


FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 
DIRECTOR'S RESPONSIBILITIES AND APPROVAL 


The Directors are required by the Companies Act of South Africa, 1973, to maintain adequate accounting 
records and is responsible for the content and integrity of the annual financial statements and related 
financial information included in this report. It is his responsibility to ensure that the annual financial 
statements fairly present the state of affairs of the Entity as at the end of the financial year and the results 
of its operations and cash flows for the period then ended, in conformity with Generally Recognised 
Accounting Practice (GRAP). The external auditors are engaged to express an independent opinion on 
the annual financial statements. 

The annual financial statements are prepared in accordance with Generally Recognised Accounting 
Practice (GRAP) and the Companies Act of South Africa, 1973, and are based upon appropriate 
accounting policies consistently applied and supported by reasonable and prudent Judgments and 
estimates. 


The Directors acknowledge that they are ultimately responsible for the system of internal financial control 
established by the Entity and place considerable importance on maintaining a strong control environment. 
To enable the director to meet these responsibilities, the board sets standards for internal control aimed 
at reducing the risk of error or loss in a cost effective manner. The standards include the proper 
delegation of responsibilities within a clearly defined framework, effective accounting procedures and 
adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored 
throughout the Entity and all employees are required to maintain the highest ethical standards in ensuring 
the Entity’s business is conducted in a manner that in all reasonable circumstances is above reproach. 
The focus of risk management in the Entity is on identifying, assessing, managing and monitoring all 
known forms of risk across the Entity. While operating risk cannot be fully eliminated, the Entity 
endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical 
behaviour are applied and managed within predetermined procedures and constraints. 


The Directors are of the opinion, based on the information and explanations given by management, that 
the system of internal control provides reasonable assurance that the financial records may be relied on 
for the preparation of the annual financial statements. However, any system of internal financial control 
can provide only reasonable, and not absolute, assurance against material misstatement or loss. 


The Directors have reviewed the Entity’s cash flow forecast for the year to 30 June 201 1 and, in the light 
of this review and the current financial position, they are satisfied that the Entity has or has access to 
adequate resources to continue in operational existence for the foreseeable future. 


The annua! financial statements set out on pages 3 to 32, which have been prepared on the going 
concern basis, and is signed on behalf of the Board by: 


Ms M.R. Moos 


^5- 'g-AO// 

Date 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 


DIRECTOR'S REPORT 


The director submits his report for the year ended 30 June 201 1 . 

1 Main business and operations 

The main objectives of the Agency are to stimulate economic growth in the Knysna 
Municipality through promotion of entrepreneurial activity, leveraging of business 
development support and facilitation of investment into strategic economic sectors and spatial 
nodes. 

2 Going concern 

The annual financial statements have been prepared on the basis of accounting policies 
applicable to a going concern. This basis presumes that funds will be available to finance 
future operations and that the realisation of assets and settlement of liabilities, contingent 
obligations and commitments will occur in the ordinary course of business. 

3 Post balance sheet events 

The Directors are not aware of any matter or circumstance arising since the end of the 
financial year. 

4 Authorised and issued share capital 

In the current year 100% of ordinary shares were issued to Knysna Municipality. 

5 Dividends 

No dividends were declared or paid to shareholders during the year. 

6 Directors 


The Directors of the company during the year and to the date of this report are as follows: 


Name 


Nationality 


Ms M.R. Moos RSA 

DJ Block RSA 

Ms B.B.B. Mdlalo RSA 

L van Wyk RSA 


7 Holding company 

The company's holding entity Is Knysna Municipality, that owns 100% of the issued shares. 


8 Auditors 

Office of the Auditor General (Western Cape) will continue in office In accordance with the 
MFMA. 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 201 1 


NET ASSETS AND LIABILITIES 

Net Assets 

Share capital 
Contributions from owner 
Accumulated Surplus/(Deficit) 

Non-Current Liabilities 


Current Liabilities 

Payables from exchange transactions 

Unspent Conditional Government Grants and Receipts 

Taxes 

Operating Lease Liability 
Cash and Cash Equivalents 

Total Net Assets and Liabilities 

ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Non-Current Investments 

Current Assets 

Receivables from non-exchange transactions 
Unpaid Conditional Government Grants and Receipts 
Operating Lease Asset 
Taxes 

Cash and Cash Equivalents 

Total Assets 


Notes 2011 2010 

R R 


478,785 36,427 


1 

2 

1,000 
1,736,822 
(1 ,259.037) 

1,000 

222,438 

(187,011) 


- 

- 


- 

- 


2,356,084 

1,514 

3 

14,120 


4 

2,019,283 

- 

5 

304,461 

_ 

9.1 

18,221 

1,514 

10 

- 

- 


2,834,869 

37,941 


61,862 

37,941 

6 

61,862 

37,941 

7 

- 

- 


2,773,007 

- 

8 

553,197 

- 

4 

- 

- 

9.2 

- 


5 

- 

- 

10 

2,219,811 

- 


2,834,869 37,941 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2011 


REVENUE 



2011 

2010 

Correction 

2010 

Notes 

(Actual) 

(Restated) 

of eiTor 

(Previously reported) 


R 

R 

R 

R 


Revenue from Non-exchange T ransacttons 185,853 

T ransfer Revenue 


Government Grants and Subsidies - Capital 11 

Government Grants and Subsidies - Operating 11 

Pubiic Contributions and Donations 


Total Revenue 


EXPENDITURE 


Employee related costs 

12 

390,873 

163,548 

0 

163,548 

Remuneration of Directors 

13 

57,000 

. 

(8,492) 

8,492 

Depreciation and Amortisation 

14 

4,723 

600 

(0) 

600 

Impairments 

15 

- 

. 

Repairs and Maintenance 


- 

5,000 

. 

5,000 

Grants and Subsidies 

16 

- 


. 


General Expenses 

17 

805,283 

17,863 

15,402 

2,461 

Total Expenditure 


1,257,879 

187,011 

6,910 

180,101 

Deficit before Taxation 


(1,072,026) 

(187,011) 

(6,910) 

(180,101) 

Taxation 

18 

- 

- 

- 

- 

NET SURPLUS/(DEFICIT) FOR THE YEAR 


(1,072,026) 

(187,011) 

(6,910) 

(180,101) 


185,853 

- 

- 

- 

185,853 

" 

■ 

- 






185,853 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 
STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 201 1 


Contribution 

from 

Owner 


Share Accumulated 

Capital Surpius/(Deficit) 


Total 


R R R R 


Balance at 1 JULY 2009 

Change in accounting policy 
Correction of error 

Restated Balance at 1 JULY 2009 

Contributions 

Shares issued 

Net Deficit for the year 

Balance at 30 JUNE 2010 

Contributions 

Shares issued 

Net Deficit for the year 

Balance at 30 JUNE 2011 


222.438 

1,000 

(187,011) 

222,438 

1,000 

(187,011) 

222,438 

1,000 

(187,011) 

36,427 

1,514,384 

- 

■ 

1,514,384 

- 

- 

(1,072,026) 

(1,072.026) 

1,736,822 

1,000 

(1,259,037) 

478,785 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2011 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Ratepayers and other 
Grants received 

Payments 

Suppliers and employees 

Cash generated by operations 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 
Decrease/(increase) in Non-current Investments 

Net Cash from investing Activities 
CASH FLOW FROM FINANCING ACTIVITIES 

Contribution from Owner 

Net Cash from Financing Activities 

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 

Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 



30 JUNE 2011 

30 JUNE 2010 

Notes 

R 

R 


185,853 

- 

2,019,283 

- 


(1,471,066) (184,897) 


20 

734.070 

(184,897) 

6 

(28,643) 

(38,541) 

7 

- 

- 


(28,643) 

(38,541) 


1,514,384 

223,438 


1,514,384 

223,438 


2,219,811 


21 

2,219,811 

- 


2,219,811 
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KNYSNA ECONOMIC DE VELOPMENT A GENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 
1.L BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of accounting and 
are in accordance with historical cost convention unless specified otherwise. 

The annual financial statements have been prepared in accordance with the effective 
standards of Generally Recognised Accounting Practices (GRAP), including any 
interpretations and directives issued by the Accounting Standards Board (ASB) in 
accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 
2003). 


The standards are summarised as follows; 


GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associates 

GRAP 8 

Interests in Joint Ventures 

GRAP 101 

Agriculture 

GRAP 102 

Intangible assets 

IGRAP 1 

Applying the probability test on initial recognition of exchange revenue 

IPSAS 20 

Related Party Disclosure 

IFRS 3 (AC140) 

Business Combinations 

IFRS4(AC141) 

Insurance Contracts 

IFRS 6 {AC143) 

Exploration for and Evaluation of Mineral Resources 

IAS 12 (AC102) 

Income Taxes 

IAS 19 (AC116) 

Employee Benefits 

SIC -21 {AC421) 

Income Taxes - Recovery of Revaluated Non-Depreciable Assets 

SIC - 25 (AC425) 

Income Taxes - Changes in the Tax Status on an Entity or its 
Shareholders 

SIC - 29 (AC429) 

Service Concessions Arrangements - Disclosures 

IFRIC 2 (AC435) 

Members’ Shares in Co-operative Entities and Similar Instruments 

IFRIC 4 (AC437) 

Determining whether an Arrangement contains a Lease 

IFRIC 9 (AC442) 

Reassessment of Embedded Derivatives 

IFRIC 12 (AC445) 

Service Concession Arrangements 

IFRIC 13{AC446) 

Customer Loyalty Programmes 

IFRIC 14(AC447) 
IASI 9 

The Limit on a Defined Benefit Asset. Minimum Funding Requirements 
and their Interaction 

IFRIC 15{AC448) 

Agreements for the Construction of Real Estate 

IFRIC 16{AC449) 

Hedges in a Net Investment in a Foreign Operation 
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KNYSNA ECONOMIC DE VELOPMENT A GENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


The Entity resolved to early adopt the following GRAP standards which have been issued 
but are not effective yet. 


Standard 

Description 

Effective Date 

GRAP 1 (Revised) 

Presentation of Financial Statements 

1 April 2011 

GRAP 2 (Revised) 

Cash Flow Statements 

1 April 201 1 

GRAP 3 (Revised) 

Accounting Policies, Changes in Accounting 
Estimates and Errors 

1 April 201 1 

GRAP 4 (Revised) 

The Effects of changes in Foreign Exchange 
Rates 

1 April 2011 

GRAP 9 (Revised) 

Revenue from Exchange Transactions 

1 April 201 1 

GRAP 10 (Revised) 

Financial Reporting in Hyperinflationary 

Economics 

1 April 2011 

GRAP 11 (Revised) 

Construction Contracts 

1 April 201 1 

GRAP 12 (Revised) 

Inventories 

1 April 201 1 

GRAP 13 (Revised) 

Leases 

1 April 201 1 

GRAP 14 (Revised) 

Events after the reporting date 

1 April 2011 

GRAP 16 (Revised) 

Investment Property 

1 April 201 1 

GRAP 17 (Revised) 

Property, Plant and Equipment 

1 April 2011 

GRAP 19 (Revised) 

Provisions, Contingent Liabilities and Contingent 
Assets 

1 April 201 1 

GRAP 21 

Impairment of non-cash-generating assets 

1 April 2012 

GRAP 23 

Revenue from Non-Exchange Transactions 

1 April 2012 

GRAP 26 

Impairment of cash-generating assets 

1 April 2012 

GRAP 100 (Revised) 

Non-current Assets held for Sale and 
Discontinued Operations 

1 April 201 1 

GRAP 104 

Financial Instruments 

1 April 2012 


The Entity resolved to formulate an accounting policy based on the following GRAP 
standards which have been issued but are not effective yet. 


Standard 

Description 

Effective Date 

GRAP 25 

Employee Benefits 

Unknown 


Accounting policies for material transactions, events or conditions not covered by the above 
GRAP have been developed in accordance with paragraphs 7, 1 1 and 12 of GRAP 3. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GRAP. 
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KNYSNA ECONOMIC DE VELOPMENTA GENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


The accounting policies applied are consistent with those used to present the previous year's 
financial statements, unless explicitly stated. The details of any changes in accounting 
policies are explained in the relevant notes to the Financial Statements. 

1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual 
values. No financial values are given in an abbreviated display format. No foreign exchange 
transactions are included in the statements. 

1.3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

1.4. COMPARATIVE INFORMATION 

As noted below, GRAP 24 is not effective yet, however budget information required in terms 
of GRAP 1 paragraph 11 to 14 have been disclosed in the financial statements. 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are restated, unless a standard of GRAP does 
not require the restatements of comparative Information. The nature and reason for the 
reclassification is disclosed. Where material accounting errors have been identified in the 
current year, the correction is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy 
in the current year, the adjustment is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. 

1.5. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually or 
collectively, influence the decision or assessments of users made on the basis of the 
financial statements. Materiality depends on the nature or size of the omission or 
misstatements judged in the surrounding circumstances. The nature or size of the 
information item, or a combination of both, could be the determining factor, in general, 
materiality is determined as 1 % of total expenditure. 

1.6. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT 
NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been 
early adopted by the Entity: 


Standard 

Description 

Effective Date 

GRAP 6 
(Revised) 

Consolidated and Separate Financial Statements 

No significant impact is expected as the Entity does not 
participate in such business transactions. 

Unknown 

GRAP 7 
(Revised) 

Investments in Associate 

No significant impact Is expected as the Entity does not 
participate in such business transactions. 

Unknown 

GRAP 8 
(Revised) 

Interest in Joint Ventures 

No significant impact Is expected as the Entity does not 
participate in such business transactions. 

Unknown 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO TIIE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


GRAP 18 

Segment Reporting 

Information to a large extent is already included in the notes 
to the annual financial statements. 

Unknown 

GRAP 24 

Presentation of Budget Information in Financial 
Statements 

Information to a large extent is already included in the notes 
to the annual financial statements. 

1 April 2012 

GRAP 103 

Heritage Assets 

No adjustments will necessary as the Entity has no heritage 
assets. 

1 April 2012 

GRAP 105 

Transfer of Functions Between Entities Under Common 
Control 

No significant impact is expected as the Entity does not 
participate in such business transactions. 

Unknown 

GRAP 106 

Transfer of Functions Between Entities Not Under 
Common Control 

No significant impact is expected as the Entity does not 
participate in such business transactions. 

Unknown 

GRAP 107 

Mergers 

No significant impact is expected as the Entity does not 
participate in such business transactions. 

Unknown 


These standards, amendments and interpretations will not have a significant impact on the 
Entity once implemented. 


1.7. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unspent conditional grants are financial liabilities that are separately reflected on the 
Statement of Financial Position. They represent unspent government grants, subsidies and 
contributions from the public. 

This liability always has to be cash-backed. The following provisions are set for the creation 
and utilisation of this creditor: 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred 
to revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is included in the cash and cash equivalents. 

• Interest earned on the unspent balance is recognised as interest earned in the 
Statement of Financial Performance, 

1.8. PROPERTY, PLANT AND EQUIPMENT 
1.B. 1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are held for use in the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. Items of property, plant and equipment are initially recognised as assets on 
acquisition date and are initially recorded at cost. The cost of an item of property, plant 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended 
by the Entity. Trade discounts and rebates are deducted in arriving at the cost. The cost 
also includes the necessary costs of dismantling and removing the asset and restoring 
the site on which it is located. 


When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items {major components) of property, 
plant and equipment. 

Where an asset is acquired by the Entity for no or nominal consideration {i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on 
the date acquired. 


Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost). 

Major spare parts and servicing equipment qualify as property, plant and equipment when 
the Entity expects to use them during more than one period. Similarly, if the major spare 
parts and servicing equipment can be used only in connection with an item of property, 
plant and equipment, they are accounted for as property, plant and equipment. 

1.18.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and impairment losses. 

1.18.3 Deprecia tion and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, I.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner Intended by management. Components of assets that 
are significant In relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. The annual depreciation rates are based on the 
following estimated useful lives 


Class Sub- Class Years 

Other Assets Office equipment 3-7 

Furniture and fittings 7-10 

Computer equipment 3 


Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment. If any such indication exists, the asset’s recoverable amount is estimated. 
The impairment charged to the Statement of Financial Performance is the excess of the 
carrying value over the recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of impairment is recognised in the Statement of Financial 
Performance. 
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KNYSNA ECONOMIC DE VELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


1,18.4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 

1.19. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the Statement of Financial Position include trade and 
other receivables (both from exchange transactions and non-exchange transactions), cash 
and cash equivalents, annuity loans and trade and other payables. 

1.19.1 ini tia! Recognition 

Financial instruments are initially recognised when the Entity becomes a party to the 
contractual provisions of the instrument at fair value plus, in the case of a financial asset 
or financial liability not at fair value, transaction costs that are directly attributable to the 
acquisition or issue of the financial asset or financial liability. 

1.19.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at fair 
value, financial assets at amortised cost or financial assets at cost, Financial Liabilities 
are categorised as either at fair value, financial liabilities at cost or financial liabilities 
carried at amortised cost {"other”). The subsequent measurement of financial assets and 
liabilities depends on this categorisation. 

1.19.2.1 Trade and Other Receivables 

Trade and other receivables are classified as loans and receivables, and are 
subsequently measured amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Entity first assesses whether 
objective evidence of impairment exists individually for financial assets that are 
individually significant, or collectively for financial assets that are not individually 
significant. Objective evidence of impairment includes significant financial difficulties of 
the debtor, probability that the debtor will enter bankruptcy or financial reorganisation and 
default or delinquency In payments (more than 90 days overdue). If the Entity 
determines that no objective evidence of impairment exists for an individually assessed 
financial asset, whether significant or not, it includes the asset in a group of financial 
assets with similar credit risk characteristics and collectively assesses them for 
impairment. Assets that are individually assessed for impairment and for which an 
impairment loss is, or continues to be, recognised are not included in a collective 
assessment of impairment. 

if there is objective evidence that an impairment loss has been incurred, the amount of 
the loss is measured as the difference between the assets carrying amount and the 
present value of estimated future cash flows (excluding future expected credit losses that 
have not yet been incurred). The carrying amount of the asset Is reduced through the use 
of an allowance account and the amount of the loss is recognised in the Statement of 
Financial Performance. Interest income continues to be accrued on the reduced carrying 
amount based on the original effective interest rate of the asset. Loans together with the 
associated allowance are written off when there is no realistic prospect of future recovery 
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KNYSNA ECONOMIC DE VELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


and all collateral has been realised or has been transferred to the Entity. If, in a 
subsequent year, the amount of the estimated impairment loss increases or decreases 
because of an event occurring after the impairment was recognised, the previously 
recognised impairment loss is increased or reduced by adjusting the allowance account. 
If a future write-off Is later recovered, the recovery is recognised in the Statement of 
Financial Performance. 

The present value of the estimated future cash flows is discounted at the financial asset's 
original effective interest rate, if material. If a loan has a variable interest rate, the 
discount rate for measuring any impairment loss is the current effective Interest rate. 

Trade and Other Payables and Annuity Loans 

Financial liabilities consist of trade and other payables and annuity loans. They are 
categorised as financial liabilities held at amortised cost, are initially recognised at fair 
value and subsequently measured at amortised cost using an effective interest rate, 
which is the initial carrying amount, less repayments, plus interest. 

1.19.2.3 Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of three 
months or less and are subject to an insignificant risk of change in value. For the 
purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
highly liquid deposits and net of bank overdrafts. The Entity categorises cash and cash 
equivalents as financial assets carried at amortised cost. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing In respect of bank overdrafts are 
categorised as financial liabilities: other financial liabilities carried at amortised cost. 

1.19.3 De-recognition of Finan ciai Instruments 

1.19.3.1 Financial Assets 


A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Entity has transferred its rights to receive cash flows from the asset or has 
assumed an obligation to pay the received cash flows in full without material delay to 
a third party under a ‘pass-through’ arrangement: and either 

(a) the Entity has transferred substantially all the risks and rewards of the asset, or 

(b) the Entity has neither transferred nor retained substantially all the risks and 
rewards of the asset, but has transferred control of the asset. 

When the Entity has transferred its rights to receive cash flows from an asset or has 
entered into a pass-through arrangement, and has neither transferred nor retained 
substantially all the risks and rewards of the asset nor transferred control of the asset, a 
new asset is recognised to the extent of the Entities continuing involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum 
amount of consideration that the Entity could be required to repay. 
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KNYSNA ECONOMIC DE VELOPMENT A GENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201 1 


When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the extent of 
the Entity’s continuing involvement is the amount of the transferred asset that the Entity 
may repurchase, except that in the case of a written put option (including a cash settled 
option or similar provision) on an asset measured at fair value, the extent of the Entity’s 
continuing Involvement is limited to the lower of the fair value of the transferred asset and 
the option exercise price. 


1.19.3.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a de-recognition of the original liability and 
the recognition of a new liability, and the difference in the respective carrying amounts is 
recognised in the Statement of Financial Performance. 

1.19.4 Offsetting of Financial Instruments 


Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if, and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously 


1.20. REVENUE 

1,20.1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the Entity 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there 
is no liability to repay the amount. 

Revenue from public contributions and donations is recognised when all conditions 
associated with the contribution have been met or where the contribution is to finance 
property, plant and equipment, when such items of property, plant and equipment 
qualifies for recognition and first becomes available for use by the Entity. Where public 
contributions have been received but the Entity has not met the related conditions, it is 
recognised as an unspent public contribution (liability). 

Revenue from third parties i.e. insurance payments for assets impaired, are recognised 
when it can be measured reliably and is not being offset against the related expenses of 
repairs or renewals of the impaired assets. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

Revenue shall be measured at the fair value of the consideration received or receivable. 
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When, as a result of a non-exchange transaction, a Entity recognises an asset, it also 
recognises revenue equivalent to the amount of the asset measured at its fair value as at 
the date of acquisition, unless it is also required to recognise a liability. Where a liability is 
required to be recognised it will be measured as the best estimate of the amount required 
to settle the present obligation at the reporting date, and the amount of the increase in 
net assets, if any, recognised as revenue. When a liability is subsequently reduced, 
because the taxable event occurs or a condition is satisfied, the amount of the reduction 
in the liability will be recognised as revenue. 

1.20.2 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the Entity directly 
in return for services rendered/ goods sold, the value of which approximates the 
consideration received or receivable. 

Interest revenue is recognised using the effective interest rate method. 

Revenue shall be measured at the fair value of the consideration received or receivable. 

The amount of revenue arising on a transaction is usually determined by agreement 
between the entity and the purchaser or user of the asset or service. It is measured at the 
fair value of the consideration received or receivable taking into account the amount of 
any trade discounts and volume rebates allowed by the entity. 

In most cases, the consideration is in the form of cash or cash equivalents and the 
amount of revenue is the amount of cash or cash equivalents received or receivable. 
However, when the inflow of cash or cash equivalents Is deferred, the fair value of the 
consideration may be less than the nominal amount of cash received or receivable. When 
the arrangement effectively constitutes a financing transaction, the fair value of the 
consideration is determined by discounting ail future receipts using an imputed rate of 
interest. The imputed rate of interest is the more clearly determinable of either: 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating; or 

• A rate of interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is 
recognised as interest revenue. 


When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and value, the exchange is not regarded as a transaction that generates 
revenue. When goods are sold or services are rendered in exchange for dissimilar goods 
or services, the exchange is regarded as a transaction that generates revenue. The 
revenue Is measured at the fair value of the goods or services received, adjusted by the 
amount of any cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the fair value 
of the goods or services given up, adjusted by the amount of any cash or cash 
equivalents transferred. 

1.20.3 Grants, Transfers and Donations (Non-Exchange Revenue) 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred meet the criteria for recognition as an asset. A 
corresponding liability is raised to the extent that the grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to 
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the grant are met. Grants without any conditions attached are recognised as revenue 
when the asset is recognised. 

1 .21 . CONTRIBUTIONS FROM OWNERS 

Ordinary shares are classified as Contributions from owners. 

if the Entity reacquires its own equity instruments, the consideration paid, including any 
directly attributable incremental costs (net of income taxes) on those instruments are 
deducted from equity until the shares are cancelled or reissued. No gain or loss is 
recognised in surplus/deficit on the purchase, sale, issue or cancellation of the Entity’s own 
equity instruments. Consideration paid or received shall be recognised directly in equity. 

1.22. RELATED PARTIES 

Parties are considered to be related if one party has the ability to control the other party 
or exercise significant influence over the other party in making financial and operating 
decisions or if the related party entity and another entity are subject to common control. 

Related parties include: 

• Entities that directly, or indirectly through one or more intermediaries, control, or 
are controlled by the reporting entity: 

• Individuals owning, directly or indirectly, an interest in the reporting entity that 
gives them significant influence over the entity, and close members of the family 
of any such individual; 

• Key management personnel, and close members of the family of key 
management personnel; and 

• Entities in which a substantial ownership interest is held, directly or indirectly, by 
any person described in the 2"^^ and bullet, or over which such a person is 
able to exercise significant influence. 

Key management personnel include: 

• All directors or members of the governing body of the entity, being the Members 
of the Board. 

• Other persons having the authority and responsibility for planning, directing and 
controlling the activities of the reporting entity being the Chief Executive Officer 
and all other managers reporting directly to the Chief Executive Officer. 

1.23. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in a form of a grant that is not 
permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). 
Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

1.24. IRREGULAR EXPENDITURE 

irregular expenditure is expenditure that Is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003) and the Municipal Systems Act (Act No. 32 of 
2000), and/or is in contravention of the Entity’s Supply Chain Management Policy. 
Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is 
accounted for as expenditure in the Statement of Financial Performance and where 
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recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1 .25. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure in the Statement of Financial Performance and where 
jjcovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1 .26. CONTINGENT LIABILITIES 

A contingent liability is a possible obligation that arises from past events and whose 
existence will be confirmed only by the occurrence or non-occurrence of one or more 
uncertain future events not wholly within the control of the entity. A contingent liability 
could also be a present obligation that arises from past events, but Is not recognised 
because it is not probable that an outflow of resources embodying economic benefits will 
be required to the obligation or the amount of the obligation cannot be measures with 
sufficient reliability. 

liab?!^^^'^^*^* required when recognising and measuring contingent 

1 .27. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information was prepared in accordance with the best 
practice guidelines issued by National Treasury. The presentation of budget information 
IS in line with the basis of accounting as per the GRAP Framework. GRAP 24; 
Presentation of Budget Information in Financial Statements is not yet effective. This 
standard brings new rules in respect of presentation of budget information. 

1.29. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Entity’s accounting policy, management has made the 
following significant accounting judgements, estimates and assumptions, which have the 
most significant effect on the amounts recognised in the financial statements: 

1.29.1 Taxation 

Judgement is required in determining the provision for income taxes due to the 
complexity of legislation. There are many transactions and calculations for which the 
ultimate tax determination is uncertain during the ordinary course of business. The Entity 
recognises liabilities for anticipated tax audit issues based on estimates of whether 
additional taxes will be due. Where the final tax outcome of these matters is different 
from the amounts that were initially recorded, such differences will impact the income tax 
and deferred tax provisions in the period In which such determination is made. 

The Entity recognises the net future tax benefit related to deferred income tax assets to 
the extent that it is probable that the deductible temporary differences will reverse in the 
foreseeable future. Assessing the recoverability of deferred income tax assets requires 
the Entity to make significant estimates related to expectations of future taxable income. 
Estimates of future taxable income are based on forecast cash flows from operations and 
the application of existing tax laws in each jurisdiction. To the extent that future cash 
flows and taxable income differ significantly from estimates, the ability of the Entity to 
realise the net deferred tax assets recorded at the reporting date could be Impacted. 
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1.29.2 Property, plant and equipment 

The useful lives of property, plant and equipment are based on management’s 
estimation. Infrastructure’s useful lives are based on technical estimates of the practical 
useful lives for the different infrastructure types, given engineering technical knowledge of 
the infrastructure types and service requirements. For other assets and buildings 
management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. 

1.29.3 Revenue Recognition 

Accounting Policy 1.20.1 on Revenue from Non-Exchange Transactions and Accounting 
Policy 1.20.2 on Revenue from Exchange Transactions describes the conditions under 
which revenue will be recognised by management of the Entity. 

In making their judgement, management considered the detailed criteria for the 
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and 
GRAP 23: Revenue from Non-Exchange Transactions. The management of the Entity is 
satisfied that recognition of the revenue in the current year is appropriate. 


130. TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax. 
The value added tax recoverable from, or payable to, the taxation authority is included as 
Taxes in the Statement of Financial Position. 

131 TAXATION 

1.31. 1 Current tax assets and liabilities 

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If 
the amount already paid in respect of current and prior periods exceeds the amount due for 
those periods, the excess is recognised as an asset. 

Current tax liabilities/(assets) for the current and prior periods are measured at the amount 
expected to be paid to/{recovered from) the tax authorities, using the tax rates and tax laws 
that have been enacted or substantively enacted by the reporting date. 

1.31.2 Deferred tax assets and liabili ties 


Deferred tax liability is recognised for all taxable temporary differences, except to the extent 
that the deferred tax liability arises from the initial recognition of an asset or liability in a 
transaction which at the time of the transaction, affects neither accounting profit nor taxable 
profit (tax loss). 

A deferred tax asset is recognised for all deductible temporary differences to the extent that 
it is probable that taxable profit will be available against which the deductible temporary 
difference can be utilised. A deferred tax asset is not recognised when it arises from the 
initial recognition of an asset or liability in a transaction at the time of the transaction, affects 
neither accounting profit nor taxable profit (tax loss). 
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A dsfsrred tax ass6t is recognisad for tho carry forward of unused tax losses and unused 
STC credits to the extent that it is probable that future taxable profit will be available against 
which the unused tax losses and unused STC credits can be utilised. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to 
the period when the asset is realised or the liability is settled, based on tax rates (and tax 
laws) that have been enacted or substantively enacted by the reporting date. 

Tax expenses 


Current and deferred taxes are recognised as income or an expense and included in 
surplus/deficit for the period. 

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to 
items that are credited or charged, in the same or a different period, directly to equity. 


1.32. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based 
on the relevance of any such amendment to the format and presentation of the financial 
statements. The principal amendments to matters disclosed in the current financial 
statements include fundamental errors, and the treatment of assets financed by external 
grants. 
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SHARE CAPITAL 
Authorised 

1000 Ordinary shares with a nominal value R1 each 
Shares Issued 

1000 Ordinary shares with a nominal value of R1 each 


2011 2010 

R R 


1,000 1,000 


1,000 1,000 


CONTRIBUTIONS FROM OWNER 

Opening balance 
Contributions for the year 
As previously reported 

Correction of error restatement - Refer to note 


Total Contributions form Owners 


222,438 

1,614,384 222,438 

217,042 
5.396 


1.736,822 222,438 


PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade Payables 
Employee PAYE 

Total Trade Payables 

Payables are being recognised net of any discounts. 

Payables are being paid within 30 days as prescribed by the MFMA. This credit period granted is considered 
to be consistent with the terms used in the public sector, through established practices and legislation. 
Discounting of trade and other payables on initial recognition is not deemed necessary 

The canying value of trade and other payables approximates its fair value. 


UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unspent Grants 

National Government Grants 
Provincial Government Grants 
District Municipality 
Other Grant Providers 

Less: Unpaid Grants 

National Government Grants 
Provincial Government Grants 
District Municipality 
Other Grant Providers 

Total Conditional Grants and Receipts 

The entity complied with the conditions attached to all grants received. No grants were withheld. 


TAXES 

VAT (PAYABLE) / RECEIVABLE 
VAT suspense 


2,019,283 


2,019,283 

- 

- 

- 

- 

- 

2,019,283 

■ 

(304,461) 



VAT is receivable/payable on the invoice basis. 
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6 


7 


8 


9 


9.1 


Assets pledged as security; 

None 

Third party payments received for losses incurred: 

Payments received (Excluding VAT) 

Carrying value of assets written off/lost 
Surpius/Deficit 

Impairment of property plant and equipment for the year 

Irnpairment charges on Property, plant and equipment recognised in statement of financial performance 
None 

NON-CURRENT INVESTMENTS 
Fixed Deposits 

Total Non-Current Investments 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Knysna Municipality 

Total Receivables from Non-Exchange Transactions 
Less; AIbwance for Doubtful Debts 

Total Net Receivables from Non-Exchange Transactions 


Ageing of Receivables from Non-Exchange Transacttons: 


(Rates): Aoeina 

Current (0 - 30 days) 
31 -60 Days 
61 - 90 Days 
+ 90 Days 

Total 


The credit risk with respect to trade receivables are limited due to the fact that Knysna Municipality is the sole 
owner of KEDA, Due to this, management believes that no credit risk exist. 


OPERATING LEASE ARRANGEMENTS 

The Municipality as Lessee (Liability) 

Balance on 1 July 
Movement during the year 

Balance on 30 June 


At the Statement of Financial Position date, where the munfcipality acts as a tessee under operating leases it 
Will pay operating lease expenditure as follows: 

Up to 1 Year 
1 to 5 Years 
More than 5 Years 

Total Operating Lease Arrangements 


2011 2010 

R R 


553,197 


553,197 

- 

553,197 



553,197 

- 

553,197 



1,514 


16,707 

1,514 

18,221 

1.514 

2011 

2010 

R 

R 


222,366 

202,151 

222,366 

444,732 

444,732 

646,883 


Operating leases consist of an agreement with Mellville Development Company (Pty) Ltd for the rental of the 
offices. 
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9.2 The Municipality as Lessor (Asset) 


2011 2010 

R R 


10 


9 


11 


Balance on 1 July 
Movement during the year 

Balance on 30 June 

At the Statement of Financial Position date the entity was not involved in any agreements where the entity 
acts as a lessor. 

CASH AND CASH EQUIVALENTS 
Assets 

Call Investments Deposits 
Bank Accounts 
Cash Floats 

Total Cash and Cash Equivalents > Assets 

Lia bilities 

Primary Bank Account 

Total Cash and Cash Equivalents - Liabilities 

Cash and cash equivalents comprise cash held and short term deposits. The carrying amount of these 
assets approximates their fair value. 



2011 

2010 

CASH AND CASH EQUIVALENTS (Cent.) 

The municipality has the following bank accounts: 

R 

R 

Current Accounts 



Knysna ABSA - Account Number 407 660 8096 (Primary Bank Account): 

2,218,550 



2,218,550 

- 

Knysna ABSA - Account Number 407 660 8096 (Primary Bank Account): 

Cash book balance at beginning of year 

Cash book balance at end of year 

2,218,550 

- 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

2,218,550 

- 

Call Investment Deposits 



None 

- 


Discloser in terms of Sect 1 25(2)(a) and (b) of the MFMA. 

= 

- 


GOVERNMENT GRANTS AND SUBSIDIES 
Unconditional Grants 
None 

Conditional Grants 

Grants and donations 
Subsidies 

Total Government Grants and Subsidies 

Government Grants and Subsidies - Capital 
Government Grants and Subsidies - Operating 


The entity has commenced with the establishment phase of the IDC. The transfer during this phase will flow 
directly to KEDA. On the successful completion of this phase the operational phase will commence The 
financial implications thereof Is unknown at this stage. 



♦ 

- 

- 

185,853 

- 

185,853 


185,853 

- 

185,853 


185,853 

- 


2.218,550 

1,261 

2,219,811 
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11.1 


12 


13 


14 


15 


16 


IDC - Establishment phase 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capita! 

Conditions still to be met 

The purpose of the IDC alfocation for the establishment phase are to develop feasibility studies for the 
projects identified and to seek developers with the financial means to invest in these projects. 


Disclosed as follows: 

Unspent Conditional Government Grants and Receipts 
Unpaid Conditional Government Grants and Receipts 


EMPLOYEE RELATED COSTS 
Salaries and Wages 

Contributions for UIF, pensions and medical aids 

Less: Employee Costs aibcated elsewhere 
Total Employee Related Costs 

KEY MANAGEMENT PERSONNEL 

The entity has not appointed a Chief Executive Officer as yet. The coordinator driver is the acting as Chief 
Executive Officer. 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 

Remif/ieratfo/j of the Acting Chief Executive Officer 
Annual Remuneratbn 

Conbibutbns to UIF, Medbal, Pensfon Funds and Bargaining Council 
Total 

Discloser in terms of Sect 124(2)(b) of the MFMA. No other seniors exists 


REMUNERATION OF DIRECTORS 

Sitting aibwances 

Total Directors Remuneration 

Discloser in terms of Sect 1 24(2)(a) of the MFMA 

The members of the board of directors of the entity are non-executive directors. 


DEPRECIATION AND AMORTISATION 

Property Plant and Equipment 
Intangible Assets 


IMPAIRMENTS 
Property Plant & Equipment 


GRANTS AND SUBSIDIES 
None 

Total Grants and Subsidies 


2011 

2010 

R 

R 

2,205,136 

- 

(185,853) 


2,019.283 


2,019,263 


2,019,283 

- 

390,000 

873 

163,548 

390,873 

163,548 


- 


390,873 163,548 


390,000 

163.548 

873 

- 

390,873 

163,548 

57,000 


57,000 

- 


4,723 600 


4,723 

600 



- 



- 


Page 25 



KNYSNA ECONOMIC DEVELOPMENT AGENCY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


17 GENERAL EXPENSES 

Accounting services 

Administrative support 

Audit cost 

Bank charges 

Computer network 

Content cost 

Legai services 

Office general 

Office rental 

Sociai capital 

Travel & Accommodation 

General Expenses 


18 TAXATION 
Normal taxation 

No taxation is payabie since the Agency has an assessed tax tass 

19 CORRECTION OF ERROR IN TERMS OF GRAP 3 


2011 

2010 

R 

R 

88,056 


48,490 

_ 

52,209 

_ 

2,610 

_ 

13,350 

- 

250,804 

_ 

20,073 

- 

45,191 

7,857 

223,587 

1,514 

4,191 

* 

56,722 

8.492 

805,283 

17,863 




1259036.74. 


19.1 STATEMENT OF FINANCIAL PERFORMANCE 
NET SURPLUS/{DEFICIT) FOR THE YEAR 

In the prior year an amount of R 8492 was incorrectly reftected as Remuneration of Directors, whilst it actually 
related to Travel & accomodation costs. It is included under General Expenses. The rest of the difference 
relates to general expenditure, R 6909.94. This expenditure was paid in the 201 1 financial year but related to 
the 2010 but not previously reported on. 


Balance previously reported 

Referto Remuneratbn of Directors - note 13 
Refer to General Expenses - note 17 

Balance as reported 


19.2 STATEMENT OF FINANCIAL POSITION 

Both the corrections relates directly to note 19.1 

CONTRIBUTIONS FROM OWNER 

Balance previously reported 

Referto General Expenses note 19.1 

Balance as reported 
ACCUMULATED SURPLUS/(DEFiCIT) 

Balance previously reported 

Refer to General Expenses note 19,1 

Balance as reported 


(180,101) 

8,492 

(15,402) 

(187,011) 


217,042 

6,910 

223,952 


(180,101) 

(6,910) 

(187,011) 
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RECONCiLIATiON BETWEEN NET SURPLUS/(DEFiCIT) FOR THE YEAR AND CASH 
GENERATED/(ABSORBED) BY OPERATIONS 

Surplus/(Deficit) for the year 
Adjustmerrts for: 

Depreciation 

Amortisation of Intangibie Assets 

Operating Surplus/(Deficit) before changes in worfring caprtai 
Changes in wor1?ing capital 

increase/(Decrease) in Trade and Other Payabies 
increase/fOecrease) in Operating tease Liabilities 

Increase/fDecrease) in Unspent Conditionai Government Grants and Receipts 

lncrease/(Decrease) in Taxes 

(Increase )/Decrease in Trade and other receivables 

Cash generateci/{absorbed) by operations 


2011 

2010 

R 

R 


(1,072,026) 

(187,011) 

4,723 

600 

(1,050,596) 

(184.897) 

1,801,373 

- 

14,120 

_ 

16,707 

- 

2,019,283 

- 

304,461 

. 

(553,197) 

- 


750,777 (184,897) 


CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the following: 

Calf Investments Deposits - Note 10 
Cash Floats - Note 1 0 
Bank-Note 10 
Bank overdraft - Note 10 

Total cash and cash equivalents 


1,261 

2,218,550 


2,219.811 


RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 


2011 2010 

R R 


Cash and Cash Equivalents - Note 10 


2,219,811 


Less; 

Unspent Committed Conditional Grants - Note 4 
VAT -Note 5 

Resources available for working capital requirements 


BUDGET COMPARISONS 


Operational 
Revenue by source 

Government Grants and Subsidies - Capital 
Government Grants and Subsidies - Operating 
Public Contributions and Donations 
Interest Earned - external investments 

Expenditure by nature 
Employee Related Costs 
Remuneration of Directors 
Depreciation and Amortisation 
Repairs and Maintenance 
Genera] Expenses 


2,219,811 


2,323,743 

- 

2,019,283 1 


304,461 I 

- 


(103,933) 

- 


2011 

2011 

2011 

2011 

R 

R 

R 


(Actual) 

(Budget) 

(Variance) 

(%> 


185,853 

- 

- 

0% 

430,747 

(244,894) 

-57% 

" 


- 

0% 

■ 

15,997 

(15,997) 

-100% 

185,853 

446,744 

(260,391) 

-58% 

390,873 

375,750 

(15,123) 

4% 

57,000 

62,500 

5,500 

-9% 

4,723 

14,625 

9,902 

-68% 

- 

500 

500 

-100% 

805,283 

857,851 

52,568 


1,257,879 

1,311,226 

53,347 

-4% 

(1,072,026) 

(864,482) 

(207,544) 

24% 


Net Surplus for the year 
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2011 

2011 

2011 

2011 




R 

R 

R 



23.2 

Expenditure by Vote 

(Actual) 

(Budget) 

(Variance) 

(%) 



Executive & Councit 

1,257,879 

1,311,226 

(53,347) 


*4% 



1,257,879 

1,311,226 

(53,347) 


"4% 



2011 

2011 

2011 

2011 




R 

R 

R 



23.3 

Capital expenditure by vote 

(Actual) 

(Budget) 

(Variance) 

(%) 



Executive & Council 

28,643 

32,000 

(3,357) 


-10% 



28,643 

32,000 

(3,357) 


-10% 

24 

OTHER DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 


2011 

2010 


24.1 

Unauthorised exoenditure - fMFMA 125 f2lfdimi 



R 

R 



No unauthorised expenditure was incurred in the current year nor in the prior reporting period. 

24.2 Fruitless and wasteful expenditure- FMFMA 125 f2Ud>f»1 

No fruitless and wasteful expenditure was incurred in the current year nor in the prior reporting period. 

24.3 Irregular expenditure- fMFMA 125 f2Kd»m 

No fruitless and wasteful expenditure was incurred in the current year nor in the prior reporting period. 
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OTHER DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT (Cont.) 
24.4 Other non-compliance IMFMA 125I2»6» 


The table below contains a ll st of ail the other sections with reasons for non-compliance 


Section 

of 

MFMA 

Short description of requirement 

Reason for non-compliance 

Sect 86 {1} 

Submit in writing the bank account details tc 
parent municipality within 90 days alter openinc 
the bank account. 

Entity was stilt in pre-establishment 
phase and was not knowledgeable of 
the MFMA requirements 

Sect 87(1) 

Submit the proposed budget to Paren 
Municipality 150 days prior to start of financia 
year. 

Entity was still in pre-establishment 
phase and board was not yet appointed 

Sect 87(2) 

Submit revised proposed budget to Paren 
Municipality 100 days prior to start of financia 
year. 

Entity was still in pre-establishment 
phase and board was not yet appointed 

Sect 87(4) 

Board approved the budget 30 days prior to 
start of financial year. 

Entity was still in pre-establishment 
phase and board was not yet appointed 

Sect 87(8) 

Incur only expenditure according to approved 
budget. 

Entity was stili in pre-establishment 
phase and board was not yet appointed 

Sect 87(10) 

Made public of the budget to the same way as 
the parent municipality's budget. 

Entity was still in pre-establishment 
phase and board was not yet appointed 

Sect 87(11) 

Submit within 7 working days after month end a 
budget statement to parent municipality in the 
prescribe format. 

The entity only started to report as from 
January 201 1, 

Sect 88(1 ) 

Submit a Mid-year Budget & Performance 
Assessment report by the 20th January. 

Entity was stilt in pre-establishment 
phase and board did not as yet 
approved a budget in the prescribe 
format. 

Sect 88(2) 

Make public the Mid-year budget and 
performance assessment report. 

Same as Sect 88(1) 

Sect 89(a) 

Council of parent municipality to determine 
upper limits of CEO and Senior managers. 

Entity was still in pre-establishment 
phase and no CEO or Senior Manager 
was appointed for the reporting period. 
Only a coordinator was appointed. 

Sect 95 (c) 

Accounting officer ensure and maintain 
systems of Risk management and Internal 
control. 

Entity was still in pre-establishment 
phase and is currently perfonming the 
risk assessment. 

Sect 99 (2)(f) 

Accounting officer to ensure the 

mplementation of effective system of 
expenditure control that complies with tax, duty, 
pension, medical aid , audit fees and other 
statutory commitments. 

Registration with SARS was received 
ate therefore payments was only made 
during June 2011. 


2011 

25 CAPITAL COMMITMENTS ^ 


Commitments In respect of capital expenditure; 
Approved and contracted for 


2010 

R 


2010 

R 
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26 


FINANCIAL RISK MANAGEMENT 


The actfvHies of the municipal entity expose it to a variety of financial risks, including market risk (comprising 
fair value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The entity's 
overall risk management programme focuses on the unpredictability of financial markets and seeks to 
minimise potential adverse effects on the entity's financial performance. 


(a) Foreign Exchange Currency Risk 

The entity does not engage in foreign currency transactions. 

(b) Price risk 

The entity is not exposed to price risk. 

(c) Interest Rate Risk 

The municipality has no interest-bearing liabilities, the entity’s income and operating cash flows are not 
substantially dependent on changes in market interest rates. 

The entity analyses rts potential exposure to Interest rate changes on a continuous basis. The entity 
calculates the impact that a change in interest rates will have on the surplus/deficit for the year. 


2011 

R 


2010 

R 


The entity did not hedge against any interest rate risks during the current year. 


The potential impact on the entity’s surplus/deficit forthe yeardue to changes in interest rates were as 
follow: 


1% (2010 - 0.5%) Increase in interest rates 
0.5% (2010 - 0.5%) Decrease in interest rates 

(d) Credit Risk 

Credit risk is the risk that a counter party to a financial or non-financial asset will fail to discharge an 
obligation and cause the municipality to incur a financial loss. 

Credit nsk consist mainly of cash deposits, cash equivalents, trade and other receivables and unpaid 
conditional grants and subsidies. 

No receivables are pledged as security for financial liabilities. 


Due to the short term nature of receivables the carrying value disclosed in note 8 of the financial 
statements is an approximation of Hs fair value. Interest on overdue balances are included at prime 
lending rate plus 1% where applicable. 

The entity only deposits cash with major banks with high quality credit standing. No cash and cash 
equivalents were pledged as security for financial liabilities and no restrictions were placed on the use of 
any cash and cash equivalents forthe period under review. Although the credit risk pertaining to cash 
and cash equivalents are considered to be low, the maximum exposure are disclosed below. 


The nsk pertaining to unpaid conditional grants and subsidies are considered to be very low. Amounts 
are receivable from a organ of state; the IDC; and there are no expectation of counter party default. 


Long-term Receivables and Other Debtors are individually evaluated annually at Balance Sheet date for 
impairment. 


2011 2010 

R R 

Financial assets exposed to credit risk at year end are as follows: 

Long term receivables 

Receivables from exchange transactions ^ 

Receivables from non-exchange transactions 

Cash and Cash Equivalents 5 ah 

Non-Current Investments ' ’ 

Unpaid conditional grants and subsidies 


2,219,811 
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24 FINANCIAL RISK MANAGEMENT (Cont,) 


(e) Liquidity Risk 

Pajdent liquidity risk management implies maintaining sufficient cash, the availability of funding through 
an adequate amount of committed credit facilities. Due to the dynamic nature of the underlying business, 
the treasury maintains flexibility in funding by maintaining availability under credit lines. 


The entity s risk to liquidity is a result of the funds available to cover future commitments. The entity 
manages liquidity risk through an ongoing review of Lttu re commitments and credit facilities. 

The table below analyses the entity s financial liabilities into relevant maturity groupings based on the 
remaining period at the financial year end to the contractual maturity date. The amounts disclosed in the 
table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying 
balances as the impact of discounting is not significant. 



Less than 1 

Between 1 and 5 

Between 5 and 


2011 

year 

years 

10 years 

Over 10 Years 

Long Term liabilities 

- 

- 

. 


Capital repayments 





Interest 

- 

- 

- 

. 

Trade and Other Payables 





Unspent conditional government grants and receipts 

2,019,283 




Cash and Cash Equivalents 






2,019,283 

- 

- 

- 


Less than 1 

Between 1 and 5 

Between 5 and 


2010 

year 

years 

10 years 

Over 10 Years 

Long Term liabilities 

- 

- 



Capital repayments 





Interest 

- 

- 

- 

- 

Trade and Other Payables 





Unspent conditbna) government grants and receipts 

- 





Cash and Cash Equivalents 


27 FINANCIAL INSTRUMENTS 


In accordance with IAS 39.09 the financial instruments of the entity are classified as follows: 
The fair value of financial instmments approximates the amortised costs as reflected bellow. 


27.1 Financial Assets 

investments 
Fixed Deposits 

Receivables 

Receivables from non-exchange transactions 

Other Receivables 
Government Subsidies and Grants 

Bank Balances and Cash 

Bank Balances 

Cash Floats and Advances 


Classification 


Financial instruments at amortised cost 


Financial Instruments at amortised cost 


Financial instalments at amortised cost 


Financial instalments at amortised cost 
Financial instruments at amortised cost 


SUMMARY OF FINANCIAL ASSETS 

Financial instruments at amortised cost 
At amortised cost 


2011 2010 

R R 




2,218,550 


1,261 

- 

2,219,811 



2.219.811 

2.219.811 
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Financial Liability Classification 

Long-term Liabilities 


2011 2010 

R R 


Payables from exchange transactions 
Trade creditors 

Arrearportbn of longterm liabilities 
Other Payables 

Government Subsidies and Grants 


Financial instruments at amortised cost 
Financial instalments at amortised cost 


Financial instruments at amortised cost 


2,019,283 


SUMMARY OF FINANCIAL LIABILITY 
Financial instruments at amortised cost 


2,019,283 


2,019,283 


28 EVENTS AFTER THE REPORTING DATE 

The entity has no events after reporting date. 

29 IN-KIND DONATIONS AND ASSISTANCE 

The entity did not receive any in-kind donations or assistance during the year under review. 

30 PRIVATE PUBLIC PARTNERSHIPS 

The entity has not entered into any private public partnerships during the financial year. 

31 CONTINGENT LIABILITY 
None 

32 RELATED PARTIES 

Key Management and Members of the Board received and pay for services on the same terms and 
conditions as other ratepayers / residents. 

The rates, service charges and other charges are in accordance with approved tariffs that were advertised to 
the public. No bad debt expenses have been recognised in respect of amounts owed by related parties. 

32.1 Related Party Loans 

The entity did not provide any related party loans. 

32.2 Compensation of key management personnel 

The compensation of key management personnel is set out in note 12 to the Annual Financial Statements. 

32.3 Other related party transactions 

No other related party Iransacttons took place during the year. 


Page 32 



